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- Russia’s Economic Difficulties 
| > 


_ Mr. Harris: This is the first of three Rounp Tasxes on the Soviet 
Union. In this we are concerned with economic matters. Today we 
| have with us Abram Bergson, professor of economics, Columbia Uni- 
|versity, and author of three books on the Soviet Union; Harry 
| Schwartz, Soviet expert on the staff of the New York Times; and 
| Demitri B. Shimkin, of the Bureau of the Census. 


How serious is the present economic crisis, Bergson? 


Mr. Bergson: Harris, you use the word “crisis,” and I know this is 
| often being used in discussion of the Soviet economic situation today. 
/I wonder, though, whether it is entirely in order. The point is that 
| the Russians are experiencing great difficulties, especially in agriculture; 
} but to some extent these difficulties reflect not what you might call 
|a deep-seated crisis but mainly the decision of Malenkov and Khru- 
shchev to make, in a very short time, a favorable impression on the pop- 
| ulation. This was chiefly to be done through the cutting of prices. You 
| know that when Malenkov, the premier, came into power, he, along 
| with Khrushchev, the party secretary, initiated a program which 
tcalled, among other things, for the cutting of prices. Now, they cut 
| prices; they reduced taxes; they reduced compulsory bond subscrip- 
tions; and the upshot of all this was that the flow of purchasing power 
-available to the population for the time being is in imbalance with 
the amount of goods. 


Mr. Hararis: Schwartz, what do you think about it? 


Mr. Scuwartz: I think that the term “crisis” is properly applied to 
,at least one area of the Soviet economy. That area is agriculture, which 
has been virtually stagnant in regard to production of the chief crop, 
grain, for the last three years. On the other hand, however, we have 
| the curious paradox that in industry the Soviet Union is shooting ahead 
iby leaps and bounds, and the magnitude of Soviet achievements in in- 
‘dustry is perhaps best illustrated by the unpleasant surprises we have 
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had in the past few years, such as the explosion of the first Soviet 
hydrogen bomb in 1953, the performance of Soviet jet fighters in 
Korea, and the like. So that you are dealing with an economy which 
is not in very good shape at all in one area—agriculture—but which is 
doing very well indeed in other areas, particularly in heavy industry. 


Mr. Sumxin: I would like to dissent slightly in regard to the 
primary emphasis on agriculture as the critical area. Actually, I think 
if we look into the matter somewhat further, the agricultural difficulties 
are a part, and an inherent part, of the extreme stress on the growth 
of heavy industry. Another part which is extremely important has 
been the continuing difficulty in regard to urban housing and the 
urban standard of living; and it is in all a symptom rather than the 
cause when we speak of the agricultural problem. I think that, while 
there is undoubtedly important progress in the growth of production, 
both quantitatively and qualitatively, the costs of it have to be care- 
fully apportioned and carefully measured, especially when we compare 
Soviet with American progress. 


Mr. Harris: We would seem to be agreed that there is a problem of 
imbalance, with more serious problems in some phases of the economy 
than in others. What about this recent shift? Has there been a big 
shift in Soviet economic policy in the last two years? We have been 
reading about the resignation of Malenkov (as premier), of Malenkov’s 
consumer policy, and of Party Secretary Khrushchev’s emphasis on 
heavy industry. Is there any real disagreement? Has there been a shift 
in policy? 

Mr. Bereson: I think there was a shift beginning with the advent 
of Malenkov and Khrushchev; but I believe the dimensions of the 
shift were limited. There was a shift in favor of consumers’ goods. If 
we measure the shift in terms of one important standard, the alloca- 
tion of capital investment between different branches of the economy, 
what we find is that the government reduced slightly the share of in-. 
vestment going to heavy industry. | 


Mr. Harris: Would this be in 1953? 


Mr. Bercson: In 1953-54. But, because this was such a large element | 
in the total, a small reduction in the share going to heavy industry 
permitted significant increases in the share going to consumers’ goods | 
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and agriculture. We have this rather complex movement: very mar- 
ginal adjustments in the major share, permitting significant adjust- 
‘ments in the subsidiary shares. 


Mr. Harris: You mean, in another way, that if we had a lot of hay 
for feeding an elephant, and if we reduced even slightly the amount 
of hay for the elephant, we could still feed a lot of sheep? 


Mr. Bereson: Exactly! Very good! The point is that heavy industry 
lately has been absorbing over half of the total capital investment of 
the Soviet Union; and, by cutting this down somewhat, the govern- 
ment was able to increase the share going to agriculture and con- 
sumers’ goods a great deal. Now, in 1955, Khrushchev tells us that he 
is reversing this, and he is again making an adjustment in the other 
irection. 


Mr. Harris: Shimkin, do you agree with Bergson? 


Mr. Sumxin: I would like to qualify that somewhat. I realize the 
evidence from the budgetary data in regard to increased allotments 
to agriculture in 1953 and 1954. Actually there is some difficulty when 
e look at what little evidence there is of physical equipment allotted 
to agriculture. For example, the agricultural machinery allotted in 
953 and 1954 was substantially less than in previous years and certain- 
y far less than in 1950. 


| Mr. Scuwartz: Just a minute, Shimkin. Is that right? Is there less 
machinery going into agriculture than there was before? This is not 
che impression that the newspapers would give. 


Mr. Suimxin: These are the definite Soviet statistics. For example, 
the number of trucks that went to agriculture was eighty-two thou- 
sand in 1950 and only sixty-nine thousand in 1953. 


| Mr. Bercson: I am sure that Shimkin did not mean to suggest that 
Soviet statistics are the court of last resort on these matters. This is a 
juestion that comes up, and perhaps I should have said a word about 
t. The Russians are, as usual, publishing statistics, and, as usual, they 
we very difficult to interpret. On the matter of the shift between heavy 
ndustry and consumers’ goods, if one works very hard I think one 
an come out with the impression that I mentioned earlier—that there 
was such a shift. There certainly are reservations, chiefly due to the 
Russian policy of releasing statistics of a distorted sort, and beyond 
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that their continual secrecy on many important matters. I would like 
to qualify the conclusion I myself expressed. There was a limited shift 
One has to bear in mind that within one year one would not expect a 
very large shift to occur. 


Mr. Scuwartz: Bergson, I think there are a couple of factors that 
have to be taken into account in assessing this shift. I think that the 
shift was somewhat more than has been indicated. And I would cite 
certain factors as evidence, some of them nonstatistical, fortunately. Fox 
example, in the report on 1954 economic progress, which was issuec 
just a few weeks ago, definite statement was made that a very serious 
lag was felt in 1954 in the completion and the putting into use of 
new capital investment facilities in most of the branches of heavy in: 
dustry—coal, steel, nonferrous metals, chemicals, and the like. And ix 
seems to me that this reflects the different order of priority in capita 
investment as between consumers’ goods and heavy industry during 
1954. A second very interesting facet of the thing is that the Russian: 
are now clearly worried about shortages of coal and steel, though thei: 
coal and steel production are both at record levels; and this year, fo: 
example, coal production is scheduled to increase by an amount whict 
is more than 50 per cent greater than the average annual increase dur 
ing the past few years. Let me just go on to one third point, whick 
is really, in some ways, the most fascinating. This year, according to ar 
official Soviet statement, the total rate of growth of industrial produc: 
tion in the Soviet Union is to be only about 9 per cent, which is the 
lowest rate of growth of industrial production of any year in the post 
war period since 1947. 


Mr. Suimxin: These are, of course, the Soviet percentages of in 
crease, as most workers in the Soviet field realize. What Schwartz 
refers to are rather inflated rates of growth in comparison with meas 
ures used internationally. 


Mr. Scuwartz: That is true, Shimkin; but I think we can use them 
so long as we are consistent. In other words, we can say that a 9 pe 
cent rate of growth scheduled for 1955 seems to be lower than the 1: 
per cent rate of growth claimed for 1954 as achieved. It is only in tha 


limited sense that I use those percentages. | 


Mr. Bercson: I think your reservation regarding what I said is en 
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tirely in order, Schwartz. I had in mind that the government planned 
to allocate less fixed capital to heavy industry; and you are right that 
the plan itself was not fulfilled. This is in 1954, under the Malenkov- 
Khrushchev program of giving more attention to consumers’ goods. 
I think that is a point that deserves underlining. We are inclined to 
think of Soviet plans, especially for heavy industry, as being almost in- 
evitably fulfilled. They certainly are not; and it is a very important 
‘matter that the fulfilment depends, to some extent, on the priorities 
that the government establishes quite apart from the goals. I think 
one of the significant changes that occurred in the period after Stalin’s 
death is not only that the government changed its goals but that it also 
‘gave the managers, down the line, the impression that consumers’ 
goods were to have higher priority in regard to the fulfilment of the 
goals. 


Mr. SHIMKIN: But, Bergson, is this not a matter of absolute neces- 
sity? In terms of the problem of increasing the productivity of urban 
workers, which is one program that by all Soviet accounts has fallen 
far behind plan, and as a result of the failure to meet their plan, they 
have had to pour far more people into industry and into the cities as 
a whole. Khrushchev says there are seventeen million people more in 
the cities today than five years ago, and nine million of them are new 
migrants. Because of this growth, they have had more pressure all up 
and down the line; and, unless they have more goods, productivity will 
not rise, and there will be more pressure upon heavy industry and more 
difficulty in meeting their primary goals. 


Mr. Scuwartz: But, Shimkin, I think that even though we are 
economists we ought not limit our vision to the economic factors in- 
volved. Agreed that productivity, in its lag, is very important. It seems 
to me that even more important in the complex of factors that produce 
the immediate post-Stalin policy is the question of the political situa- 
tion of the government. The new regime that took over when Stalin 
died was essentially an illegitimate regime. It had no real claims to 
power in terms of popular support, of popular elections. The men who 
had been merely Stalin’s underlings and flunkeys took over. They had 
the immediate problem of winning some degree of popular assent to 
their rule; and the easiest way of doing that was by promising the peo- 
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ple that their living conditions would be sharply improved, not in some 
distant Communist future but now, or, as they put it, within two or: 
three years. 


Mr. Bercson: Schwartz, I think that this point is what I had int 
mind initially, and which you have undoubtedly put better than I had! 
put it initially. I think that, in so far as they are in difficulties now, , 
part of their difficulties are due to their intense desire to make a favor-- 
able impression at once on their accession to power. At the same time: 
we come back to the point that Harris posed earlier—the difficulties go} 
beyond that. That is, quite apart from their desire to make a favorable: 
impression at once with regard to consumers’ goods, they are experi-- 
encing long-run difficulties in agriculture; and this, I think, ties in with . 
what Shimkin said—that the problem of doing something for the con- - 
sumer is very central. 


Mr. Scuwartz: Of course, there is another factor which compounds 
their difficulties further, and that is the fact that they are now com- | 
mitted to a fairly substantial program of capital export to Communist © 
China. It is rather interesting that the last two issues of the theoretical 
organ of the Soviet Communist party, the magazine Kommunist, has _ 
been underlining the Soviet Union’s obligation to be the center of | 
heavy production for the entire Communist world. Now we know that © 
in China they are supposed to provide the Chinese with the equipmea 
for one hundred and fifty-one major industrial installations. 


Mk. Bercson: But not in one year; this is over a period of time. 


Mr. Scuwartz: Not in one year; but, nevertheless, the Chinese re- 
quirement, plus the domestic Soviet requirement for the expansion of 
capital industry, plus the reduced but still not insignificant European 
requirement, all add up to a very considerable total. 


Mr. Harris: Has the policy really shifted back to heavy industry, as 
heavily as it was before 1953; or is there still a legacy from the 1953. 
desire to please the consumer? 


Mr. Scuwarrz: It seems to me that they are caught between the 
devil.and the deep blue sea. On the one hand, they do not want to | 
cut back on the absolute level of production of consumers’ goods which 
has been obtained. On the other hand, they do not want to give heavy 
industry as high or higher priority as it ever enjoyed under Stalin; and 


| 
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: this business of trying to balance off these two factors makes for a very 
intricate juggling act. 

_ Mr. Harris: What has been their achievement in consumers’ goods, 
| Shimkin? 

~ Mr. Sumxin: If one can rely on their figures, their greatest in- 
creases and their best success have been in the field of clothing and 
allied products, cloth, for example. 


Mr. Bercson: For what period? 


_ Mk. Surmxim: This is for the period of the last two years, 1953 and 
1954. And they have made considerable progress in durable consumers’ 


goods, also. 
Mr. Scuwartz: Things like television sets, bicycles, and refrigerators. 


Mr. Bereson: And washing machines. 


Mr. Summxin: These, I would say, are the goods of the elite, and it 
is interesting in this case that, for such goods as passenger cars and 
watches, they have not increased their sales nearly as much as they have 
increased production. I do not know whether this represents a possi- 
bility that the market for such goods is fairly limited and that they may 
be saturating it with bad-quality items. 


Mr. Scuwartz: I would doubt that that was true for automobiles. 
You know that there is a very active black market in automobiles in 
Russia today. One can buy an automobile at the official price and can 
sell it for fifty or one hundred per cent gain the next day. And they 
have officially announced that they have a six-month waiting list for 
passenger cars. There isn’t any saturation there. 


Mr. Bercson: You asked whether they had been shifted back to 
where they were before. We have to bear in mind that they are not 
cutting the production of consumers’ goods; they are cutting the 
amount of capital that will be added to the total capital investment in 
consumers’ goods. 


Mr. Scuwartz: That means they are cutting the rate of growth. 
Mr. Bzrcson: That is right, exactly! And beyond that we ought to 


have in mind that they are still committed to this grandiose agricultural 
program that was initiated under the earlier policy. 
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Mr. Scuwartz: I would want to turn the discussion, for a minute, 
just to one fact, that is, the heavy-industry growth of the Soviet Union, 
because this is what has very important implications to the United 
States. 


Mr. Harris: Let us move on to the longer-range problem rather than . 


just limiting ourselves to last year. 


Mr. Scuwartz: Yes, of course, where is the Soviet Union going to be 
in 1965, when we have a reasonable actuarial chance of still being 
around to be worried about it? 


Mr. Harris: The thing that impresses me is that in the last quarter- | 
century the Soviet production of steel and of coal has increased ten — 


times. During this same period the coal production in the United States 
dropped somewhat, and also in western Europe. Doesn’t this look 
alarming? 


Mr. Scuwartz: I would not use the term “alarming,” Harris. I would — 


say that it is a subject for some thought and perhaps a little concern on 
our part. What seems to be true is that the rate of growth of Soviet 
industrial production, which started from a very low level, of course, 
has been larger than the rate of growth of the United States over a com- 
parable period. Now, if we extrapolate these rates of growth into the 


future, depending upon the method by which we project these figures, — 


some people get the impression that the Russians may catch up with us 
in the very near future, maybe ten or fifteen years from now. I per- 
sonally do not think so. 


Mr. Harris: How do they compare with the United States now? 
Have they caught up, or are they way behind? 


Mr. Scuwarrz: I would say that, if we wanted to use a general 
figure (a general figure in this sort of discussion may be meaningless), 
the Soviet industrial production now is at roughly half the American 
level; that was true in 1954. 


Mr. Bercson: This represents a very great gain over the situation that 


prevailed in 1928 on the eve of the first Five-Year Plan? 
Mr. Scuwartz: On the eve of our depression, too, which set us back. 


Mr. Bercson: Right. But even passing by our depression, and their 
own vicissitudes since 1928 (they went through a war, of course, which 


| 
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inflicted heavy damage on them), the Russians currently are growing 
more rapidly than the United States in regard to industrial production. 
‘They are growing, in my opinion, much more rapidly. Now, it is true 
that the Russians are still a youthful country, and we expect high rates 
of growth when a country is at an early stage of development. (By our 
standards they are still at an early stage.) I think we ought to bear 
in mind, though, that the Russian rate of growth is high, as far as we 
can tell, even in comparison with the rates of growth the United States 
experienced at early stages of development. I think that this rate of 
growth is something we must be concerned about. Perhaps the word 
“alarmed” is too strong; but it certainly deserves our active concern. 


Mr. Harris: Is the structure of the Soviet growth, however, quite 
different from the American? It has been a little more rapid in heavy 
industry than American growth in the late nineteenth century, but in 
some sectors it has been much slower, in agriculture, or consumers’ 
goods, or housing. 


Mr. Bercson: It is certainly much slower in other sectors. In regard 
to agriculture, the Russians have made very little progress, and these 
two facts are, of course, related. The high rate of growth in regard to 
industry has been purchased partly at the expense of stagnation in other 
sectors. 


Mr. Suimxin: I think that part of our impression of very, very high 
rates of growth in the Soviet field of manufacturing and mining, al- 
though it is in general legitimate, Bergson, comes from the kind of 
commodities on which we have data. If we take the American econ- 
omy, for example, the most dynamic parts over the last fifteen or twen- 
ty years have been such industries as the electronics industry; petro- 
chemicals, plastics, and similar rather complex and new developments, 
on which we simply have no quantitative data for the Soviet Union. 


Mr. Scuwartz: But, Shimkin, certainly on at least one of those in- 
dustries we know that the Soviet Union is progressing very rapidly. 
With respect to electronics, we know that the Russians have put a 
great deal of effort into such matters as radar screens, radar early- 
warning networks. Their performance in jamming up “Voice of Amer- 
ica” broadcasts is, I am told by specialists, very respectable and very 
impressive, indeed. We know, also, from some recent material that they 
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have made very rapid progress in the whole field of electronic com-- 
puters, which is an important segment of the electronics field. But,, 
of course, they are not producing very many radios for their own peo-- 
ple or very many television sets. 


Mr. Bercson: Shimkin is certainly right in regard to measurement 
here; but I think that the work on the Soviet economy in this country 
has progressed far enough so that we do know, with reasonable cer-- 
tainty, that the rate of industrial growth is quite high compared with i 
the American rate. Now, what is of interest, of course, is what this; 
means with regard to the future. Certainly they are going to run into» 
diminishing returns, as all other economies have done in the past. In. 
trying to think about the future, I feel that one feature which tends to 
distinguish their development from the development of other coun- - 
tries in the past is their political control over the rate of capital invest- - 
ment which is the dynamic factor in growth, and the allocation of in- / 
vestment. Through this political control, they can, to some extent, offset / 
diminishing returns; and on this basis there is a possibility that their _ 
rate of growth in ines will not decline to the same extent as might | 
have been expected otherwise. 


Mr. Scuwartz: Bergson, isn’t there a logical corollary that follows | 
from what we have just been saying? And that is this: That the Ameri- 
can situation would really become bad if we were to go into any kind > 
of a major depression which would not only reduce our current pro-_ 
duction of key commodities, but also reduce sharply, or perhaps elimi- 
nate entirely, our new capital investment. After all, in the early 1930's, 
we actually had net capital disinvestment for a period. In other words, | 
part of the outcome of this economic competition depends upon what 
we do in the United States—whether we maintain high-level employ- 
ment and high-level production investment or whether we permit our- 
selves to go back and retrogress. 


Mr. Bercson: I agree wholeheartedly with that. I think that part of 
the outcome depends on what happens in other countries, third 
countries. | 


Mk. Suimxin: Certainly the problem of European economic strength 
must not be forgotten. Actually, the total of western European produc- 
tion today is second only to that of the United States in the whole 
world and considerably exceeds that of the Soviet bloc. 
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Mr. Scuwartz: Yes; but, Shimkin, on the other side, let’s not forget 
that Communist China is now beginning its industrialization effort 
and that, with any kind of luck, the Communist Chinese may, ten years 
from now, be a very respectable and major economic power. 


Mr. Suimxkin: A “respectable” one, yes; I doubt the word “major” 
in the context of world comparisons. 


Mr. Harris: By way of summary, we can say that the Soviet econ- 
omy is growing very rapidly, particularly in the industrial sector, but 
rather slowly in agriculture and consumers’ goods; that it has some 
difficulties and some successes; that it is challenging the United States 
in the economic sphere as well as in the military sphere; and that the 
structure of the Soviet economy differs considerably from the American 
in its greater emphasis on industry and its lesser emphasis on the 
consumer. 


a D 
The Rounp Tas ez, oldest educational program continuously on the air, is broadcast entire- 
ly without script, although participants meet in advance, prepare a topical outline, and ex- 
change data and views. The opinion of each speaker is his own and in no way involves the 
responsibility of either the University of Chicago or the National Broadcasting Company. 
The supplementary information in this pamphlet has been developed by staff research and 
is not to be considered as representing the opinions of the Rounp Tae speakers. 


TRENDS IN ECONOMIC GROWTH 
A Comparison of the Western Powers and the Soviet Bloc’ 
x 


SUMMARY AND CONCLUSIONS 


I. The present economic capacity of Western Europe, the United States, : 
and Canada is significantly greater in terms of absolute magnitudes, diver- 
sity, and flexibility than the combined strength of the Soviet bloc. This con- 
clusion emerges from comparisons of statistics relating to such basic in- 
dexes of economic strength as manpower, agriculture, steel capacity, trans- 
portation, and power potentials. 

1. Although the population of the United States and Western Europe 
is larger than that of the Soviet bloc? and although it increased more rapidly 
than the latter in the period 1938-52, current and prospective changes in its 
age structure are less favorable. However, in recent years output per worker 
in the United States and Western Europe has been increasing more rapidly 
than in the Soviet bloc. 

2. Inadequate output and low productivity per man in agriculture are 
major restraints upon economic development in the Soviet bloc. They are 
also significant restraining factors in France and the Mediterranean coun- 
tries, but not in northwestern Europe nor the United States. 

3. In neither the Soviet bloc nor the Western countries do shortages of 
minerals appear to be limiting factors to economic growth so long as certain 
scarcer items can be obtained from outside. Their geographical distribution 
and often their quality are better in the West than in the East. 

4. Although the Soviet Union has done a remarkable job in increasing its 
steel capacity, it has not been able to surpass the production record of the 
Western countries, notwithstanding primary emphasis in this sphere. Ton- 
nage of steel produced in the Soviet Union continues to grow at about the 
historical rate in the United States 40 years earlier. 

5. Generally speaking, Western Europe appears to be faced with a relative 
power shortage, arising primarily from difficulties in the rapid expansion of 
coal output, plus some tightness in generating capacity. There is evidence 


1A study prepared for the Joint Committee on the Economic Report by the Legis- 


lative Reference Service of the Library of Congress, January 3, 1955 (83d Cong., 2d sess.; 
Joint Committee Print). 


In this report the term “Soviet bloc” refers to the Soviet Union and the captive coun- 
tries of Eastern Europe. 
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of increased demand for fuel in liquid forms. Atomic power, if it were to 
be systematically developed by either Western Europe or the Soviet bloc at 
relatively low cost, could alter the economic balance between the two areas 
quickly. 

6. Tremendous distances separate resources, manufacturing capacity, and 
consumption centers in the Soviet bloc. In consequence, the transportation 
requirements of the Soviet Union and the captive countries, relative to 
national product, are greater than those of other powers. They have been 
met principally by intensive use of rail capacity. The Soviet bloc does not 
have the diversity of means of transportation at present possessed by the 
Western countries, and is notably weak in shipping. 

Il. In the period 1938-53, as a whole, the national product of the United 
States increased about three times as rapidly as that of independent Europe, 
and almost twice as rapidly as that of the Soviet Union. To a substantial 
degree, this difference reflects the varying effects of World War II. Between 
1948 and 1953 the national product of the United States grew not quite 
30 percent faster than that of independent Europe, and only two-thirds as 
fast as that of the Soviet Union. 

1. In the United States, the period 1938-44 was marked by the liquida- 
tion of unemployment and by the more intensive use of industrial capacity, 
as well as by low investment and marked resource depletion. Substantial 
investment since the end of World War II, including the development of 
hew resources (domestic and foreign), not only consolidated wartime gains 
but set up favorable conditions for further growth, although at a slower rate. 

2. In the Soviet Union, the period 1938-53 was characterized by both 
unfavorable and favorable circumstances. The Soviet Union suffered heavy 
war losses in terms of human life and capital resources. Between 7 million 
and 10 million persons were killed, or died, in the armed forces alone. 
Metallurgy was hit with special severity, with 60 percent of the prewar 
steel and aluminum capacities destroyed or damaged. In agriculture nearly 
half the horses and one-seventh of the cattle were lost. 

Counterbalancing these losses, to a varying degree, was the territorial ex- 
pansion of the Soviet Union. Also, it increased its labor input through the 
lengthening of the workweek from a prewar 40 hours to a postwar 48 
hours, through the more extensive employment of women, and through the 
conscription of 14- to 17-year-olds. It gained technologically through the 
free access of thousands of Soviet engineers to American industrial know- 
how; and it has enjoyed extremely large capital and raw material transfers, 
through lend-lease and through booty or tribute from its captive states. In 
1944 alone, more than a quarter of the entire mineral consumption of the 
Soviet Union came from lend-lease. 
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3. The war inflicted heavy human and material losses upon Western 
Europe also. Economic recovery after 1947 was rapid, in large part owing — 
to the Marshall plan and other mutual assistance programs. 

4. For these reasons, while no comparison between nations and through 
time is absolutely “fair,” the period considered is probably no “worse,” or 
no “better,” than others. The important fact is that past trends, by them- 
selves, are poor guides to the future. Forecasts, if attempted, should be 
based upon concrete structural analysis. 

III. An examination of the various factors of production (growth of 
labor input, agriculture, housing, etc.) in the United States and in the 
Soviet Union today gives strong grounds for expecting that the absolute 
gap in the size of the 2 economies will widen over the next 2 decades, al- 
though the rate of growth in the Soviet Union might be somewhat higher 
than the rate of growth in the United States. 

IV. Economically, Western Europe has been growing somewhat more 
slowly since 1938 than has the Soviet Union, although its growth has been 
more rapid than that of the captive countries. If the rate of growth of West- 
ern Europe is not to fall even farther behind that of the Soviet Union it ts 
necessary that certain “bottlenecks” be eliminated. 

1. Western Europe is a deficit area with regard to many raw materials. 
For this reason its industrial activities must be centered upon imports, fab- 
rication, and reexports. It is greatly dependent, therefore, upon interna- 
tional trade, the expansion of which is indispensable to further economic 
growth. 

2. The partial and imperfect integration of Western Europe tends to 
perpetuate the inefficient utilization of labor, capital, and natural resources. 
In the countries of northwestern Europe economic growth has been limited 
by the shortage of labor (under existing technology). In the Mediterranean 
countries, where labor is more abundant, economic development has been 
retarded by shortage of capital. 

V. A major reason for the slow economic progress of the captive countries 
of Eastern Europe has been the tremendous drain of their resources by the 
Soviet Union. As in the Soviet Union, the weakest sector has been agri- 
culture. 

1. The gain from captive tribute to the Soviet Union has been substan- 
tial, particularly in terms of war-sustaining resources. But this gain has been 
offset, in part, by the extra military and other security efforts on the part 
of the Soviet Union needed to prevent revolt in those countries. 

2. A reasonable forecast of the economic future of the captive countries 
is difficult, if not impossible. Demographic and resource factors are favor- 
able in varying degrees in these countries. But political conditions of crucial 
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importance are unforeseeable. They include the extent of future Soviet 
exactions, the character and pace of industrial expansion required by the 
Soviet Union, the degree to which economic cooperation between the cap- 
tive states might be permitted, the morale of the labor force, and even the 
continued existence of, say, Poland in its present boundaries. 

3. For these reasons, the captive countries, in the long term, may prove 
to be an economic drag upon the Soviet Union. 

VI. Per capita personal consumption in the United States is more than 
#0 per cent higher than it was before the war, while in independent Europe 
it has risen, on an average, by 11 percent. In contrast, per capita personal con- 
sumption in the Soviet Union and Poland is barely above the prewar level; 
in other captive countries, especially East Germany, it is still below that 
level. Thus, differences in living standards between the East and the West 
have widened over the past 15 years. 

VII. Prior to the war Eastern Europe was more dependent, tradewise, 
upon Western Europe, than Western Europe was dependent upon it. Since 
the war, trade between these two regions has contracted greatly. 

1. In large part this contraction of trade has been caused by distortions in 
economic relationships arising from the imposition of the Iron Curtain be- 
tween the Soviet bloc and the West. 

2. The exportation of “strategic” goods from the West to the Communist 
bloc has been curtailed for reasons of military security. 

3. The reduction of imports into the Soviet bloc from the West has led 
to shortages of certain capital goods and raw materials, such as iron ore 
which, in part and at increased cost, has been met by greater domestic pro- 
duction and by greatly intensified intrabloc trade. 

4. One effect of the contraction of East-West trade has been the cutting 
off of Western Europe’s supply of certain raw materials from Eastern Eu- 
rope, notably some foodstuffs, timber, and coal. The necessity of securing 
these materials from alternative sources has tended to accentuate the “dollar 
problem” of Western Europe. 

5. Meanwhile, Western Europe has been making substantial progress in 
the lowering of many of its trade barriers. In general, the recovery and ex- 
pansion of the trade of the West has paralleled the growth of national 
outputs. 

VIII. Careful consideration should be given, on the one hand, to the 
restraints on East-West trade that are important for direct military reasons 
and, on the other, to the desirability of cultivating friendship with the people 
in Communist countries via trade in nonstrategic goods. The line of de- 
marcation between goods in each of these categories and other goods should 
be drawn as clearly as possible. At one extreme is the possibility of cutting 
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off all trade between the free world and the Communist bloc. At the other,’ 
is the possibility of encouraging the importation of needed raw materials: 
from Communist countries in exchange for consumer, as opposed to pro-' 
ducer, goods. 

IX. The West has tremendous economic power whereas the Soviet bloc, 
through propaganda and unfulfillable promises, has been hiding tts lesser) 
economic strength. It is in the interest of the United States that these facts: 
be made known throughout the world, particularly in underdeveloped areas. 

1. In accordance with their ideology, the leaders of the Soviet Union are: 
trying to propagate the idea that the economies of the West are in deca 
In pursuit of this goal, even patent falsehoods are circulated. 

2. Domestic statistics of the Soviet bloc are often misleading, with un- 
announced changes in definitions and calculated omissions being customary; 
practices. Complete fabrications appear to be exceptional, but careful cross- 
checking is always needed before accepting Soviet bloc data. 

X. The Communist bloc will continue intense efforts to increase its out- 
put, especially heavy industry, with little regard for human costs. In view: 
of this fact, appreciation of the substantial successes of the United States and 
independent Europe, acting in close cooperation, in achieving both indus- 
trial expansion and better living is essential. Such cooperation, continued 
in the future, can serve as a basic weapon tn the East-West struggle. 

1. Utilization of United States foreign trade policy as a positive means 
for strengthening the free world versus the Communist bloc should be con- 
sidered. Expansion of trade among the countries of the free world would 
be one means of combating the trade overtures that the Soviet Union has 
been making in Western Europe and other parts of the free world. Special 
attention should be given to the trade relations between Japan, on the one 
hand, and Western Europe and the United States, on the other, with a 
view to strengthening the economy of Japan. 

2. In Europe, the main task of aiding economic recovery has been ac- 
complished, although a few areas requiring direct assistance (notably 
Greece) remain. Technical problems of special importance for the Western 
economies, such as atomic power and geriatrics, appear to be major fields 
for further cooperation. 

XI. It is important that the Western countries intensify their efforts in 
the field of education. The more immediate need is to train adequate num- 
bers of scientists, engineers, and technicians. In the longer run, it is essen- 
tial to keep raising the level of general education. 

XII. Superiority in economic strength and economic growth are desirable 
ends in themselves, but they do not assure political and military security. In 
fact, an economy that is already largely mobilized for war can operate with 
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great effectiveness, and for some time, against a considerably stronger econ- 
omy that is not so mobilized. 

- 1. The present levei of economic mobilization, in relation to national 
resources, is greater in the Soviet bloc than in the United States, and espe- 
cially than in Western Europe. For this reason, the Soviet bloc can bring its 
full military strength into action more rapidly than can the West. For the 
Same reason, and because the total resources of the West are greater, the 
West can ultimately mobilize overwhelmingly greater economic strength 
than can the Soviet Union, given enough time to do so. 

2. The quality of economic goods in the Soviet Union varies greatly, 
being at its best in military and war-supporting goods and at its poorest 
in consumer goods. However, under an authoritarian economy, like that 
of the Soviet Union, poorer grade goods can be kept in use much longer 
than they would be under a competitive economy. 

3. An authoritarian state, by virtue of the fact that it is a dictatorship, 
can act quickly, without having to engage in extended internal debate and 
discussion. For a time, at least, this power to utilize ‘ ‘surprise’ tactics 
might counterbalance relative economic weakness. 

4, Although the ultimate determinant of the outcome of a long war 
usually is economic superiority, a strong economy can be held at bay 
during the initial stages of a war by a country whose economy is less 
strong, but mobilized for military. action. This is especially the case when 
important new types of military weapons are available. Peacetime economic 
strength, in and of itself, therefore, is not a measure of military posture. 


Round Table Afterthought ... 


The peasantry is the Achilles heel of communism. Despite 
more than a third of a century of intensive effort, the Soviet 
regime has yet to succeed in capturing the positive allegiance of 
the mass of its peasant population—Merte Fainsop, How Russia 
Is Ruled (1953). 
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